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KPMG LLP
Suite 2800 Telephone 305 358 2300
One Biscayne Tower Fax 305 913 2692

Two South Biscayne Boulevard
Miami, FL 33131

Independent Auditors’ Report on Compliance and on
Internal Control Over Financial Reporting Based on an
Audit of Financial Statements Performed in Accordance

With Government Auditing Standards

Honorable Mayor and City Commissioners
of the City of Miami, Florida:

We have audited the financial statements of the governmental activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Miami,
Florida as of and for the year ended September 30, 2003, which collectively comprise the City of Miami,
Florida’s basic financial statements and have issued our report thereon dated February 27, 2004, which
referred to our use of the reports of other auditors. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Compliance

As part of obtaining reasonable assurance about whether the City of Miami, Florida’s basic financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grants, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the City of Miami, Florida’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinions
on the basic financial statements and not to provide assurance on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily disclose
all matters in the internal control over financial reporting that might be material weaknesses. A material
weakness is a condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters involving the
internal control over financial reporting and its operation that we consider to be material weaknesses.
However, we noted other matters involving the internal control over financial reporting that we have
reported to management of the City of Miami, Florida, in a separate letter dated February 27, 2004.

. KPMG LLP, a U.S. limited liability partnership.
member firm of KPMG International, a Swiss




This report is intended solely for the information and use of the Honorable Mayor, the City
Commissioners, management, and the' Auditor General of the City of Miami, Florida, federal and state
awarding agencies and pass-through entities, and is not intended to be and should not be used by anyone
other than these specified parties.

KPMe LLP

February 27, 2004
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KPMG LLP
Suite 2800 Telephone 305 358 2300
One Biscayne Tower Fax 305 913 2692

Two South Biscayne Boulevard
Miami, FL 33131

Independent Auditors’ Report on Compliance
and Internal Control Over Compliance with Requirements
Applicable to Each Major Program in Accordance with
OMB Circular A-133 and Chapter 10.550, Rules of the
Auditor General

Honorable Mayor and City Commissioners
of the City of Miami, Florida:

Compliance

We have audited the compliance of the City of Miami, Florida with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
and the requirements described in the Executive Office of the Governor’s State Projects Compliance
Supplement, that are applicable to each of its major federal programs and state projects, respectively, for
the year ended September 30, 2003. The City of Miami, Florida’s major federal programs and state
projects are identified in the summary of auditors’ results section of the accompanying schedule of findings
and questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants
applicable to each of its major federal programs and state projects is the responsibility of the City of
Miami, Florida’s management. Our responsibility is to express an opinion on the City of Miami, Florida’s
compliance based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations; and Chapter 10.550, Rules of the Auditor General. Those
standards, OMB Circular A-133, and Chapter 10.550, Rules of the Auditor General, require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program or state project occurred. An audit includes examining, on a test basis, evidence about the City of
Miami, Florida’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on the City of Miami, Florida’s compliance with
those requirements.

As described in Item 2003-1 in the accompanying schedule of findings and questioned costs, the City of
Miami, Florida did not comply with requirements regarding equipment and real property management that
is applicable to the Community Development Block Grant program, compliance with such requirement is

necessary, in our opinion, for the City of Miami, Florida to comply with the requirements applicable to that
program.

ll KPMG LLP, a U.S. limited lia e U.S
member firm of KPMG Intern: erative




In our opinion, except for the noncompliance described in the preceding paragraph, the City of Miami,
Florida complied, in all material respects, with the requirements referred to above that are applicable to
each of its major federal programs and state projects for the year ended September 30, 2003. The results of
our auditing procedures also disclosed other instances of noncompliance with those requirements, which
are required to be reported in accordance with OMB Circular A-133, and which are described in the
accompanying schedule of findings and questioned costs as items 2003-2 and 2003-3.

Internal Control over Compliance

The management of the City of Miami, Florida is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grants applicable to
federal programs and state projects. In planning and performing our audit, we considered the City of
Miami, Florida’s internal control over compliance with requirements that could have a direct and material
effect on a major federal program or state project to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A-133 and Chapter 10.550, Rules of the Auditor General.

We noted certain matters involving the internal control over compliance and its operation that we consider
to be reportable conditions. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control over compliance that, in our
judgment, could adversely affect the City of Miami, Florida’s ability to administer a major federal program
in accordance with the applicable requirements of laws, regulations, contracts, and grants. Reportable
conditions are described in the accompanying schedule of findings and questioned costs as item 2003-1.

A material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that noncompliance with the applicable
requirements of laws, regulations, contracts, and grants that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. Our consideration of the internal control over compliance
would not necessarily disclose all matters in the internal control that might be reportable conditions and,
accordingly, would not necessarily disclose all reportable conditions that are also considered to be material
weaknesses. However, we believe that the reportable condition described above is not a material weakness.

Schedule of Expenditures of Federal Awards and State Financial Assistance

We have audited the financial statements of the governmental activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Miami,
Florida as of and for the year ended September 30, 2003, and have issued our report thereon dated
February 27, 2004, which referred to our use of the reports of other auditors. Our audit was performed for
the purpose of forming opinions on the financial statements that collectively comprise the City of Miami,
Florida’s basic financial statements. The accompanying schedule of expenditures of federal awards and
state financial assistance is presented for purposes of additional analysis as required by OMB Circular A-
133 and Chapter 10.550, Rules of the Auditor General and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.



This report is intended solely for the information and use of the Honorable Mayor, City Commissioners,
the Auditor General, and management of the City of Miami, Florida, federal and state awarding agencies
and pass-through entities, and is not intended to be and should not be used by anyone other than these
specified parties.

KPM LLP

February 27, 2004
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CITY OF MIAMI, FLORIDA

Notes to Schedule of Expenditures of Federal Awards
and State Financial Assistance

September 30, 2003

General

The accompanying schedule of expenditures of federal awards and state financial assistance (the
Schedule) presents the expenditures of all federal awards and state financial assistance programs of the
City of Miami, Florida (the City) for the year ended September 30, 2003. The City’s reporting entity is
described in note 1 to the City’s basic financial statements. Federal awards and state financial assistance
expended from federal and state agencies, and federal awards and state financial assistance passed through
other government agencies are included on the Schedule.

Basis of Accounting

The accompanying Schedule is presented using the modified accrual basis of accounting, which is
described in note 1 to the City’s basic financial statements. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations and Chapter 10.550, Rules of the Auditor General. Therefore, some amounts
presented in this schedule may differ from amounts presented in or used in the preparation of the basic
financial statements.

Subrecipients

Of the federal and state expenditures presented in the schedule of federal awards and state financial
assistance, the City provided federal awards to subrecipients as follows:

Amount
Federal provided to
Program title CFDA number subrecipients
Federal:
U.S. Department of Housing and Urban Development —
Community Development Block Grant 14218 $ 9,623,058
U.S. Department of Housing and Urban Development —
Housing Opportunities for Persons with AIDS 14.241 7,702,654
U.S. Department of Housing and Urban Development —
Home Investment Partnership 14.239 2,053,949
Total Federal $ 19,379,661




Financial Statements

Type of auditors’ report issued:

CITY OF MIAMI, FLORIDA
Schedule of Findings and Questioned Costs
September 30, 2003

Section I - Summary of Auditors’ Results

Unqualified

Internal control over financial reporting:

. Material weakness(es) identified? yes

no

. Reportable condition(s) identified that are not
considered to be material weakness(es)? yes

none reported

Noncompliance material to financial statements noted? yes

Federal Awards

Internal control over major programs:

. Material weakness(es) identified? yes

no

no

o Reportable condition(s) identified that are not
considered to be material weaknesses? X yes

Type of auditors’ report issued on compliance for

major programs:

Qualified

Any audit findings disclosed that are required to be
reported in accordance with Section 510(a) of

Circular A-133?

X _yes

10

none reported

no

(Continued)




CITY OF MIAMI, FLORIDA
Schedule of Findings and Questioned Costs

September 30, 2003
Identification of major programs:
CFDA number Name of federal grantor/program or cluster title

14.218 U.S. Department of Housing and Urban Development —
Community Development Block Grant

14.241 U.S. Department of Housing and Urban Development —
Housing Opportunities for Persons With AIDS

10.559 U.S. Department of Agriculture — Equitable Sharing
Program — Law — Summer Food Service Program for
Children

83.526 Federal Emergency Management Agency (FEMA)

Dollar threshold used to distinguish between type A
and type B programs: $ 1,126,447

Auditee qualified as low-risk auditee? yes__ X no

11 (Continued)




CITY OF MIAMI, FLORIDA
Schedule of Findings and Questioned Costs

State Financial Assistance
Internal control over major projects:

. Material weakness(es) identified?

September 30, 2003

yes___X no

o Reportable condition(s) identified that are

not considered to be material weaknesses?

Type of auditors’ report issued on compliance
for major projects:

Any audit findings disclosed that are
required to be reported in accordance
with Chapter 10.550, Rules of the Auditor
General?

Identification of major projects:

Unqualified

yes_ X no

yes X  none reported

CSFA number Name of state project or cluster
N/A State of Florida — Law Enforcement Trust Fund
55.004 Watson Island Aviation & Visitor Center
45.032 Lummus Park Historic Structure Restoration
64.005 Emergency Medical Services

Dollar threshold used to distinguish between type A

and type B projects

$ 300,000

12

(Continued)




CITY OF MIAMI, FLORIDA
Schedule of Findings and Questioned Costs
September 30, 2003

Section II - Financial Statement Findings

There were no findings relating to the basic financial statements which are required to be reported in accordance
with Government Auditing Standards.

13 (Continued)




Finding
Number

2003-1

CITY OF MIAMI, FLORIDA
Schedule of Findings and Questioned Costs
September 30, 2003

Section III - Federal Awards Findings and Questioned Costs

Program

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT - COMMUNITY
DEVELOPMENT BLOCK GRANT (CDBG) — (CFDA No. 14.218)

Criteria

A-102 Common Rule requires that equipment be used in the program for which it was acquired or,
when appropriate, other federal programs. Equipment records shall be maintained, an appropriate
control system shall be used to safeguard equipment, and equipment shall be adequately
maintained. Accordingly, the City is required to tag property and equipment acquired with federal
funds for the purpose of proper identification.

Condition Found

We noted that equipment purchased with federal funds were not adequately tagged and accounted
for in a manner to allow for proper inventory tracking purposes and the ability to identify assets
purchased with federal program funds.

Questioned Costs

Undetermined

Perspective

The finding is considered systemic in nature.
Effect

Failure to properly identify equipment purchased with federal funds could result in the
inappropriate use of the equipment and/or to properly reimburse the proper federal program if and
when the equipment is sold or otherwise disposed of.

Recommendation

The City should establish policies and procedures to ensure that all capital assets purchased with
federal funds are tagged and appropriately identified in the capital asset module of the accounting
information systems.

14 (Continued)




Finding
Number

2003-2

CITY OF MIAMI, FLORIDA
Schedule of Findings and Questioned Costs
September 30, 2003

Program

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT - COMMUNITY
DEVELOPMENT BLOCK GRANT (CDBG) - (CFDA No. 14.218)

Criteria

The (IDIS ) quarterly reports submitted to the granting agencies should include all activity of the
reporting period and be supported by accurate and complete accounting records.

Condition Found

We noted differences in the amounts of expenditures reported on the IDIS system reported to the
granting agency when compared to the amounts recorded in the general ledger.

Questioned Costs

None

Perspective

The finding is considered isolated nature.

Effect

Inaccurate amounts of federal award activities could be reported.
Recommendation

The City should perform a reconciliation of expenditures recorded in IDIS reporting system and
the City’s general ledger to ensure accuracy of balances reported to the federal agency in their
annual performance reports.

15 (Continued)




Finding
Number

2003-3

CITY OF MIAMI, FLORIDA
Schedule of Findings and Questioned Costs
September 30, 2003

Program

Federal Emergency Management Agency (FEMA) — Urban Search and Rescue —
(CFDA No. 83.526)

Criteria

The City is required to submit to FEMA financial status reports - FEMA Form 20-10 on a
quarterly basis and Performance Reports every 120 days.

Condition Found

The required reports for fiscal 2003 were neither prepared nor submitted to the agency within the
required timeframe.

Questioned Costs
Not applicable

Perspective

The finding is considered systematic in nature.

Effect

Failure to comply with reporting requirements may result in loss or repayment of funding.
Recommendation

The reports should be prepared and submitted to the grantor within the specified timeframe.

16




CITY OF MIAMI, FLORIDA
Schedule of Findings and Questioned Costs
September 30, 2003

Section I'V- State Financial Assistance Findings and Questioned Costs

None.

17






